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§ 120.824 Professional management
and staff.

A CDC must have full-time profes-
sional management, including an Exec-
utive Director (or the equivalent) man-
aging daily operations. It must also
have a full-time professional staff
qualified by training and experience to
market the 504 Program, package and
process loan applications, close loans,
service the loan portfolio, and sustain
a sufficient level of service and activ-
ity in the Area of Operations.

(a) Contracting out to third parties.
CDCs may obtain, under contract, mar-
keting, packaging, processing, and
servicing services from qualified Lend-
er Service Providers, as that term is
defined in part 103 of this chapter, lo-
cated in the Area of Operations, sub-
ject to SBA’s prior written approval.
CDCs may contract for outside legal
and accounting services without SBA
approval. Compensation under all such
contracts must be reasonable and cus-
tomary for similar services in the Area
of Operations. SBA may audit the con-
tracts.

(b) Contracting out to other CDCs.
CDCs may contract with other CDCs
for specific services, subject to SBA’s
prior written approval.

§ 120.825 Financial ability to operate.
A CDC must be able to sustain its op-

erations continuously, with reliable
sources of funds (such as income from
services rendered and contributions
from government or other sponsors).

§ 120.826 Basic requirements for oper-
ating a CDC.

A CDC must operate in accordance
with applicable statutes, regulations,
policy notices, SBA’s SOPs, and the in-
formation in its application. It must
supply to SBA current and accurate in-
formation about all certification and
operational requirements, and main-
tain the records and submit the reports
required by SBA.

§ 120.827 Services a CDC provides to
small businesses.

(a) A CDC must operate in and ade-
quately service its Area of Operations.
It must market the 504 program, pack-
age and process 504 loan applications,
and close and service 504 loans. A

CDC’s loan portfolio must be diversi-
fied by business sector.

(b) A CDC may provide small busi-
nesses with financial and technical as-
sistance, or may help small businesses
obtain such assistance from other
sources, including preparing, closing,
and servicing loans under contract
with Lenders in SBA’s 7(a) program.

(c) A CDC also may loan amounts to
the Borrower equal to the value of all
or part of the Borrower’s contribution
to a Project in the form of cash or
land, including site improvements, pre-
viously acquired by the CDC.

§ 120.828 Minimum level of CDC lend-
ing activity.

A CDC must provide at least two 504
loan approvals each full fiscal year.

§ 120.829 Job Opportunity average a
CDC must maintain.

(a) A CDC’s portfolio must reflect an
average of one Job Opportunity per
$35,000 of 504 loan funding. The AA/FA
may permit a CDC to average up to one
per $45,000 for good cause in:

(1) Alaska;
(2) Hawaii;
(3) State-designated urban or rural

jobs and enterprise zones;
(4) Empowerment Zones and Enter-

prise Communities; and
(5) Labor Surplus Areas listed in the

Department of Labor’s publication
‘‘Area Trends.’’

(b) A CDC must indicate in its annual
report the Job Opportunities actually
or estimated to be provided by each
Project.

(c) If a CDC does not maintain the re-
quired average, it may retain its cer-
tification if it justifies to SBA’s satis-
faction its failure to do so in its annual
report and shows how it intends to at-
tain the required average.

§ 120.830 Reports a CDC must submit.
A CDC must submit the following re-

ports to SBA:
(a) An annual report within 90 days

after the end of the CDC’s fiscal year,
and such interim reports as SBA may
require;

(b) Resumes for all new Associates
and staff;

(c) Reports of involvement in any
legal proceeding;
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